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HUD, DOE to Fund $1.5 Million Project to Test Energy Efficiency 


HUD Secretary Samuel R. Pierce, Jr., recently announced that HUD and the U.S. Department of 
Energy will jointly fund a $1.5 million district heating and cooling program to help 28 communities find 
alternatives to conventional methods of meeting their energy demands. The selected communities 
represent a cross section of the Nation, ranging from Santa Ana Pueblo in New Mexico to New York 
City, and will test the possibility of heating and cooling buildings by a low-cost, energy-efficient system 
invented more than 100 years ago. 


The system, known as district heating and cooling, captures heat normally wasted in burning trash, 
generating electricity, and other processes. The unused energy is captured at a central location and used 
to heat water to create steam which is then distributed through a network of pipes to heat apartments, 
offices, schools, and similar structures. By processing the wasted energy into cold water, the district 
system also can be used to cool buildings. 


Pilot cities will spend the next six to 12 months examining the most effective ways of connecting local 
heat suppliers with consumers. Local advisory committees will help the communities study the 
financial and technical feasibility of the best systems. The committees also will help make the final 
selection of the district heating systems that have the best potential for economic development and 
community revitalization through reduced energy costs. 


Additional information on the pilot project is available from Wyndham Clarke, Office of 
Environmental Quality, U.S. Department of Housing and Urban Development, Room 7258, 451 
Seventh Street, S.W., Washington, D.C. 20410 (202/755-6290). 


The pilot cities include Albany, N.Y., Allentown, Pa., Atlanta, Ga., Atlantic City, N.J., Baltimore, 
Md., Bellows Falls/Rockingham, Vt., Berlin, Md., Cambridge, Mass., Campbellsville, Ky., 
Columbus, Ohio, Dayton, Ohio, Devils Lake, N.D., Ecorse, Mich., Fort Wayne, Ind., Galax, Va., 
Gary, Ind. , Holland, Mich., Lawrence, Mass., Lewiston, Maine, Missoula, Mont., New York, N.Y., 
Norwalk, Conn., Provo, Utah, Richmond, Ind. , Santa Ana Pueblo, N.M., Springfield, Mass. ., 
Thermopolis, Wyom., and Union County, Ore. They were selected from more than'600 applicants. 


HUD Announces Sale of Public Housing Projects Notes 


HUD recently announced that projects notes totaling $477 ,226,000, representing 37 public housing 
agencies, were sold May 5 at an average interest rate of 8.243 percent. Bids ranged from 7.62 percent to 
8.70 percent. The average maturity of the notes sold was 3.9 months. Proceeds of the note sale will be 
used to reimburse the Federal Government for funds advanced to public housing agencies and to refund 
maturing notes for low-income housing projects. 








HUD’s FHA Mortgage Ceiling Hits Record Level 


HUD has again announced increases in the maximum allowable rates for its FHA single and 
multifamily mortgage insurance programs. The new rates represent record levels for the mortgage 
programs. HUD Secretary Samuel R. Pierce, Jr., noted that since the last adjustment of the FHA 
maximum rates on home and project mortgages on April 13, both long-term and short-term interest 
rates have risen rapidly. “‘As a result,’’ he said, “‘lenders are reluctant to make mortgage loans based on 
the current allowable FHA rates.”’ 


Assistant Secretary for Housing-Federal Housing Commissioner Philip Winn said the latest weekly 
pool of the 30 largest mortgage banking companies found the discount charged home sellers to be 
generally over eights points and as high as 10 points for both the level payment and the graduated 
payment mortgages. ““The high number of points,’’ he said, *‘causes a serious hardship for sellers of 
homes, many of whom did not anticipate having to pay the additional amount of money when they 
arranged to sell their homes with FHA or VA financing.”’ 


The new FHA rates are: 

* 15.5 percent for level payment single-family mortgages (up from 14.5 percent); 

* 16 percent for the Graduated Payment Mortgage (up from 15 percent); 

* 15.5 percent for multifamily mortgages (up from 14.5 percent); 

* 19 percent for the separate rate for interim multifamily construction (up from 17 percent); and 
* 19 percent for Title X land development loans (up from 17 percent). 


The Veterans Administration simultaneously announced a similar change in the maximum rate for 
VA-guaranteed, single-family mortgage loans. 


HUD Releases Private Mortgage Insurance Data 


HUD has released private mortgage insurance activity data for March and the first quarter of 1981. The 
Department said that private mortgage insurance activity increased in March 1981 over the previous 
month, but the increase was less than seasonal. New applications for primary insurance rose 37 percent 
above the February 1981 volume, but when adjusted for seasonal variations the volume indicates a 
downward trend. 


Private mortgage insurers issued some 26, 107 new certificates of primary insurance in March, carrying 
a dollar volume of $1.4 billion. Both measures were also below normal seasonal increases above 
February activity. 


For the first quarter, the number of new certificates issued totaled 81,592 — just 1 percent below the 
number of new primary certificates issued in the first quarter of 1980. However, the dollar volume of 
new private primary mortgage insurance written was 8 percent greater than last year’s first quarter with 
a dollar volume of $4.2 billion. Insurance in force, excluding pool insurance, was $107 billion at the 
end of March, nearly $99 billion greater than a year earlier. 


Private mortgage insurers continued to step up their insurance of conventional mortgage pass-through 
securities in March with a volume of $460 million. For the first quarter, private mortgage insurers 
covered $1 .2 billion in such pools of mortgages. As of the end of March, the outstanding balance of all 
privately insured conventional mortgage pass-through securities was $9.9 billion. 
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Nuggets 


The Student Loan Marketing Association has reported a 65 percent increase in its first-quarter net 
income. The Association, known as Sallie Mae, is a private firm which operates a secondary market in 
guaranteed student loans. The first-quarter net income was $3.9 million, compared with $2.4 million a 
year ago. The Association’s assets rose to a record $3 .3 billion at the end of March, up 89 percent over 
last year’s $1.7 billion. 


The F.W. Dodge Division of McGraw Hill reports that new contracts for construction in March were 
up 27 percent over the same period a year ago. According to the Dodge index, building contracts gained 
3 points in March after three consecutive months of decline. Dodge estimated the value of all 
construction started in the first quarter of 198 1 at $34.6 billion, a gain of 8 percent over the first quarter 
of 1980. 


The index of help-wanted advertising slipped 3 points in March according tp the Conference Board, a 
business research organization based in New York. The Board says its seasonally adjusted index for 
March was 126, down 19 points from March 1980. The index measures the volume of classified 
advertising in 51 major newspapers in nine regions of the Nation. 


About 80 low- and moderate-income families in Nassau County, New York, have purchased homes for 
about $950. The houses are in need of repair, but the county has arranged improvement loans from local 
banks at 3 percent interest rates. The purchases are part of the five-year-old urban homesteading 
program designed to help stabilize changing neighborhoods in Roosevelt, L.I. according to a recent 
issue of the New York Times. Homesteaders must have an annual income of at least $18 ,000 to qualify. 
They have invested between $1 1 ,000 and $15,000 in repairing the homes which are now estimated to be 
worth between $30,000 and $35,000. 


DondiGroup, Inc., a Dallas, Texas builder has devised a unique program for helping first-time owners 
purchase condominiums according to the May issue of the Builder. Under the program, the buyer pays 
half of the 5 percent downpayment and half of the monthly mortgage payment and the condominium 
fee. The buyer then locates an investor who co-purchases the home and pays the other half of the 
downpayment and monthly payment. Finally, the buyer pays rent to the investor, enabling him or her to 
claim the condo unit as an investment property for income tax purposes. After three years, the 
arrangement is renegotiated. At that time the arrangement may be continued or the condo unit may be 
sold and the gain or loss shared equally by the purchaser and the investor. 


Herman J. Smith, president of the National Association of Home Builders (NAHB), predicts that the 
Nation’s house-building slump will grow worse because of rising interest rates. He said that new 
housing starts for 1981 will probably total no more than 1.2 million. Housing starts for 1981 had been 
estimated earlier at about | .3 million units. Speaking of the slump, the NAHB head said: “‘It is bad, and 
it is getting worse.’’ Smith, who estimates that the March 1981 unemployment rate for construction 
industry workers reached 14.7 percent, said high mortgage rates are sure to climb higher, making it 
tougher for first-time home buyers to qualify for loans. He also estimates that mortgage rates rose to 
nearly 15.5 percent in early March. 


The Federal Home Loan Bank Board (FHLBB) reports that the average commitment rate for a 
standard, 25-year mortgage rose to 15.53 percent in early April. The rate was 15.47 percent in early 
March. The FHLBB rate covers 75 percent of a home’s purchase price and includes some extra, 
one-time financing charges. Without those charges, the average rate was 15.10 percent, up from 15.05 
percent in early March. At the same time, the Federal Home Loan Mortgage Corporation reported the 
results of a survey indicating that the average commitment rate for the week ending May | was 15.82 
percent. 


The Federal Deposit Insurance Corporation (FDIC) has reminded the heads of insured State 
non-member banks that Section 603 of the Community Development Act of 1980 states: 

‘*. . . lending by federally insured lending institutions for the conversion of rental housing to 
condominiums and cooperative housing should be discouraged where there are adverse impacts on 
housing opportunities of the low- and moderate-income and elderly and handicapped tenants 
involved.”’ 





FYI 


National Association of Regional Councils (NARC). . . Annual Conference . . Niagara Falls, 
N.Y., June 7-10, 1981. Details: NARC, 1700 K Street, N.W., 13th Floor, Washington, D.C. 20006 
(202/451-0710). 


The Management Sciences Training Center, U.S. Office of Personnel 
Management. . . ‘‘Government Contract Law’’. . . Washington, D.C., June 9-10, 1981. Details: 
MSTC/OPM, P.O. Box 7230, Washington, D.C. 20044 (202/254-8020). 


The Management Sciences Training Center, U.S. Office of Personnel Management. . . ‘The 
Federal Budget Process’’. . . Washington, D.C., June 11-12, 1981. Details: MSTC/OPM, P.O. Box 
7230, Washington, D.C. 20044 (202/254-8020). 


American Management Associations (AMA). . . ‘‘Improving Management Skills for New or 
Prospective Public Sector Managers’’. . . Washington, D.C., June 15-17, 1981. Details: AMA, 135 
West 50th Street, New York, N.Y. 10020 (212/246-0800). 


American Management Associations (AMA). . . ‘‘Self-Development Strategies for Black 
Managers’’. . . Arlington, Va., June 15-17, 1981. Details: AMA, 135 West 50th Street, New York, 
N.Y. 10020 (212/246-0800). 


Significant Litigation 


Lake Grove Village Tenants Council, et al. v. HUD, et al., No. 81 C 1545 (N.D. Ill., filed March 19, 
1981) 


In this purported class action, tenants allege that HUD has failed to ensure the proper physical 
maintenance of Lake Grove Village, a large residential complex insured under §236 of the National 
Housing Act and recently assigned to HUD. They allege that HUD has knowingly allowed the project 
to deteriorate to a condition which poses a serious threat to the health and safety of the tenants in 
violation of 42 U.S.C. §1441 and §1441(a), 12 U.S.C. §1701(t) and §1715z-1(j)(5). Tenants seek to 
compel HUD to bring the project into compliance with the Chicago Building Code, HUD Minimum 
Property Standards, Federal Housing Acts and HUD regulations. 
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